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Saudi Arabia Becomes Member of Fund and Bank 


Saudi Arabia became a member of the International 
Monetary Fund and the International Bank for Recon- 
struction and Development on August 26, when the 
Articles of Agreement of these institutions were signed 
in Washington on behalf of the Government of Saudi 
Arabia by His Excellency Sheikh Abdullah Al-Khayyal, 
Ambassador for Saudi Arabia in Washington. The quota 
of Saudi Arabia in the International Monetary Fund is $10 
million, and its subscription to the capital stock of the 


Europe 


Sterling Exchange Rates 


Exchange rates for the franc were sharply adjusted in 
London with the broad effect of reducing its value in 
terms of sterling by 20 per cent after the Bank of England 
announced on August 12 that a new sterling-franc parity 
of 1,176 franes per pound sterling was being fixed and 
that official dealing limits would in future be 1,167.18 
francs and 1,184.82 francs, compared with the previous 
972.65 and 987.35. Corresponding decisions were made 
later in other financial centers. 

During the week following August 12, sterling was 
consistently under pressure against several European cur- 
rencies, with forward premiums on the U.S. dollar, the 
deutsche mark, and the Swiss franc widening consider- 
ably. It was reported that official support was given dur- 
ing the week to the pound against the deutsche mark, the 
franc, and the dollar. In addition, the pound reached its 
lowest point against the Swiss, Austrian, and Italian 
currencies. In Ziirich, the rate for transferable sterling, 
the type which is in full use throughout the whole of the 
non-dollar world, dropped from around $2.764% to 
$2.75%4 on August 16, close to the lowest level of the 
year. 

On August 19, the U.K. Treasury stated that there was 
no intention of devaluing the pound either now or at a 
later date; that there was no intention of introducing 
variable exchange rates; and that there was, equally, no 
intention of discussing either possibility at the Meeting 
of the International Monetary Fund next month. As a 
result of this statement, and, possibly, because of the very 
intensity of the pressure toward the end of the preceding 
week, the pound subsequently improved slightly in sev- 
eral centers on August 20. 

Sources: The Financial Times and The Times, London, 


England, various issues from August 12 to 
August 21, 1957. 


Bank is 100 shares with a total par value of $10 million. 
Sixty-two nations are now members of the Fund and 
Bank. Admission of Saudi Arabia brought the total 
of members’ quotas in the Fund to $8,981,000,000. The 
total subscribed capital of the Bank is now $9,308,400,000. 
Source: International Monetary Fund and International 
Bank for Reconstruction and Development, Joint 
Press Release, Washington, D.C., August 26, 

1957. 


U.K. Trade 


The value of U.K. exports f.o.b. in July was £281.4 
million, £5.5 million more than in June and equal to the 
monthly average in the first six months; imports c.i.f. 
amounted to £359.6 million, £36 million more than the 
low June figure and 3 per cent more than the monthly 
average in the first half year; and re-exports f.o.b. were 
£9.4 million, 19 per cent less than the half-year monthly 
average. Thus, the excess of imports over total exports in 
July was £68.8 million, £31 million more than in June 
and £12 million more than the monthly average in the 
first half of the year. Most of the increase in exports was 
due to increased shipments to North America. Exports 
to the United States were 714 per cent, and exports to 
Canada 13 per cent, more than in the first half year. 


Source: The Times, London, England, August 4, 1957. 


Changes in French Exchange System 


After approval by the International Monetary Fund 
(see this News Survey, Vol. X, p. 49), the French Gov- 
ernment introduced, as from August 12, various changes 
in its exchange system. A 20 per cent surcharge on the 
official rate of 350 francs per U.S. dollar was imposed on 
payments for imports (except fuel, steel, sulphur, textile 
raw materials, and a few other products, representing 
together about 41 per cent of total imports from coun- 
tries outside the Franc Area in 1956) and on all other 
outward payments; and a 20 per cent premium on the 
official rate was granted on proceeds from exports (except 
fuel, steel, sulphur, textile raw materials, textile prod- 
ucts, and a few other products, representing together 
about 36 per cent of total exports), from tourists, and 
from all other inward payments. The surcharge and the 
premium were to be effected through the Exchange 
Stabilization Fund. 

At the same time, the special temporary compensatory 
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tax of 15 per cent levied, irrespective of origin, on for- 
merly liberalized imports from OEEC countries was 
abolished, and the system of tax rebates and social secu- 
rity refunds, which hed been, applicable to a large num- 
ber of commodities, was abolished in principle, but it 
was maintained for exports of certain commodities 
exempted from the export premium (mainly textile raw 
materials and textile products). 


Beginning August 12, the duration of import licenses, 
which on’ March 15, 1957 had been reduced from six 
months to three months, was restored to six months; 
also, the advance deposit requirement of 50 per cent of 
the value of imports was abolished, but importers have 
to make a 50 per cent advance deposit on all forward 
purchases of foreign exchange. 

After the changes in the exchange system had been 
made public, the Minister of Finance declared that these 
changes were not meant to be temporary, but were de- 
signed to put France again in a position to reintroduce 
trade liberalization. He added that the psychological 
effects of the changes would be less great than if the 
franc had been devalued, and that the exemption of 
imports of fuel and a number of raw materials from the 
surcharge payments would minimize the impact of the 
changes on domestic prices. 

During the week following the announcement of the 
changes, gold prices and exchange rates on the black 
market continued to increase. On August 23, the price 
of a gold bar was F 521,000, against F 500,000 on 
August 9, and the unofficial quotation for the U.S. dollar 
increased from F 424 on August 9 to F 444 on August 23. 
Sources: Journal Officiel, August 11, 1957, and Le 

Monde, August 24, 1957, Paris, France. 


Sweden's Foreign Trade 


Sweden’s trade with EPU countries in January-May 
this year showed an improvement over the same five 
months: in 1956, while the ‘deficit vis-a-vis the dollar area 
was nearly doubled. The total trade deficit of SKr 954 
million (US$185 million) was practically the same as 
last year. 

In trade with non-sterling EPU countries, the deficit 
declined from SKr 508 million to SKr 367 million in 
spite of the fact that the import surplus..with West 
Germany rose from SKr 546 million to SKr 584 million. 
Trade with the sterling area resulted in an export surplus 
of SKr 54 million, in contrast to a deficit of SKr 27 mil- 
lion in January-May 1956. The dollar trade deficit rose 
from SKr 361 million to SKr 690 million; this included 
an increase from SKr 279 million to SKr 557 million in 
the deficit with the United States. In trade with non- 
dollar South American countries, there was an export 
surplus of SKr 39 million, whereas in the first five months 
of 1956 there was a deficit of SKr 10 million. The deficit 
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vis-a-vis Eastern Europe declined from SKr 72 million \to 

SKr. 36 million, while the surplus vis-a-vis the “other 

countries” group rose from SKr 34 million to SKr.46 

million. 

Source: Svenska Dagbladet, Stockholm, Sweden, July 30, 
1957. 


Economic Conditions in Finland 


An extensive report on Finnish economic and financial 
developments, published in Neue Ziircher Zeitung, points 
out that the economy has been beset by growing economic 
difficulties ever since the general strike of March 1956. 
Although the international marketing conditions for the 
products of the Finnish wood-processing industries are 
still relatively favorable, a tremendous effort will be 
required'to restore the ‘Finnistr economy ‘to normal’ con 
ditions. 

The State’s finances continue to be critical. It has not 
been possible to carry out all details of the Government's 
emergency program submitted in the middle of June. 
During its special session, Parliament will have to deal 
with a new emergency program submitted to it by the 
Government—the fourth since the autumn of last year. 
Within the framework of the latest program, it is under- 
stood that all persons with an annual income of between 
Fmk 900,000 and Fmk 1,000,000 (depending on their 
exemption status) or more, or with taxable property of 
more than Fmk 4 million, are to be subjected to a non- 
recurrent special tax. The period allowed for the pay- 
ment of turnover taxes to the State is to be shortened 
considerably, which would speed up the flow of the 
funds in question into the Treasury. Also, indirect taxes 
on certain nonessential products, such as alcoholic bev- 
erages, matches, and tobacco, may be increased. By 
these various measures, the budget is to be improved by 
Fmk 7 billion; Fmk 5 billion is to be made available by 
fiscal measures, and cuts in expenditure will amount to 
almost Fmk 2 billion. 

The marked expansion in state expenditure, which in 
Finland has served the financing of mass consumption 
even more markedly than in the other Scandinavian 
countries, must be held largely responsible for the infla- 
tionary strains of the past few years. Efforts have been 
made to give the farmers and workers a far higher stand- 
ard of living than has been justified by the general 
development of production. To illustrate the assistance 
granted by the State to the farm sector, the article gives 
figures on the subsidies paid out within the framework of 
a policy designed to support the large number of entirely 
unproductive small farms. Export premiums alone, with 
the aid of which the substantial surplus production of 
butter, cheese, and eggs is being sold abroad at dumping 
prices, should reach some Fmk 11 billion this year. And 
as a result of growing employment difficulties, partic- 
ularly in the timber industry, state expenditure for proj- 
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ects designed to promote work for the unemployed is 
expected to rise from last year’s figure of Fmk 32 billion 
to some Fmk 43-44 billion—a figure equivalent to nearly 
15 per cent of total state expenditure. 


‘Since the end of 1955 (just prior to the new inflation 
wave), retail prices have risen by 25 per cent. Despite 
considerable improvement following the general strike of 
March 1956, the rise in wages has not quite kept pace 
with. the: increase in retail prices. Since February of last 
year, the cost of. living has risen by some 14 per cent. 
Originally, the trade unions had asked for full compen- 
sation but, in view of the growing difficulties experienced 
by many enterprises in running on a profitable basis 
and the rise in unemployment, it now seems that these 
claims are being scaled down quite considerably. Vari- 
ons trade Janine ha beea fatens with modest wage 
increases over the past few weeks. This attitude was 
adopted first by the metal workers, who agreed to a 
short-term wage agreement covering the period to the 
end of, the year and providing for an average wage 
increase of only 1.5 per cent and a reduction in the 
workweek to 45 hours throughout the year (instead of 
for only five months as previously). In the paper and 
cellulose industries, also, small wage increases have been 
agreed—in these industries until the end of next year. 
Other important trade unions have indicated that they 
are about to follow suit. 


According to the article in Neue Ziircher Zeitung, the 
top organizations of the trade unions and the employers 
are agreed that a satisfactory solution to the wage prob- 
lem can be found only within the framework of an over- 
all program of economic policy and after devaluation of 
the Finnish markka. Both groups emphasize that the 
continued rise in exports and production can be safe- 
guarded only by a drastic currency devaluation. This 
view has: been backed by Professor Meinander, until 
recently Finance Minister, who has expressed himself in 
favor of a devaluation as soon as possible. One of Pro- 
fessor ‘Meinander’s arguments is that devaluation is a 
prerequisite for the urgently required liberalization of 
Finland’s import trade. The alternative, as he sees it, 
is a return to bilateralism, which would lead to economic 
isolation from the Nordic countries and Western Europe. 
Obviously, import surpluses of the order registered last 
year can no longer be continued, in view of the greatly 
reduced foreign exchange reserves of the Finnish central 
bank. As a result of the shortage of western currencies, 
imports in the second half of this year must be cut quite 
ruthlessly, following: the trade deficit of Fmk 22 billion 
in the first half year. Given the great deterioration in the 
import supply situation, the growing marketing difficul- 
ties of various export industries, and the severe credit 
restrictions applied by the bank of’ issue, there is a 
danger that Finnish paws may be hit: by a stagna- 
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Whether the Bank of Finland will continue to adhere 
to its standpoint and categorically oppose any devaluation 
of the markka remains to be seen. In view of the impend- 
ing sales season for the timber industry, it would seem 
that a decision will have to -be taken not later than Sep- 
tember. Presumably, a devaluation of at least 40 per cent 
would be required to adjust the exchange rate of the 
Finnish markka to the prieé and’ cost ‘relations in the 
western world: But since such a step could lead to a fresh 
cumulative rise of prices and wages, a decision to devalue 
would be justified only within the framework of a long- 
term stabilization plan—a plan to which the interests of 
the workers’ and farmers’ organizations would have to be 
subjected. 

Source: Neue Ziircher Zeitung, Zirich, Switzerland, 
. August. 5,,1957. 
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German Exchange Rate 


The Government of the Federal Republic of Germany 
on August 20 issued the following communiqué: Under 
the chairmanship of Chancellor Dr. Adenauer and in the 
presence of officials of the Deutsche Bundesbank, the 
international currency situation was discussed in detail 
by the Federal Government. The cause of the discussion 
was the continuously strong increase in the German bal- 
ance of payments surplus. The Federal Government 
makes the following statement in concordance with the 
management of the Deutsche Bundesbank: 

Tt is known that the external value of the D-Mark, as 
well as that of most other currencies, is determined ‘by 
its relationship to the U.S. ‘dollar. As evidenced by «all 
economic data, no change is required in the relationship 
between the D-Mark and the U.S. dollar. Any rumors 
concerning an intended revaluation of the D-Mark. are 
groundless. The Federal Government and the Deutsche 
Bundesbank will further maintain the stability of ‘the 
German currency, a stability which is held in such high 
regard both within ‘the Federal Republic and iti foreign 
countries. 

Source: Bulletin des Presse- und Informationsamtes der 
Bundesregierung, No. 153, Bonn, Germany, 
August 21, 1957. 


West Germany fo Join Paris Club 


Settlement has been reached regarding the terms under 
which the Federal Republic of Germany is to join the 
Paris Club, ie., the multilateral trade and payments 
agreement of European countries with Argentina (see 
this News Survey, Vol: IX, p. 9). The two principal 
points of issue had been the consolidation of claims of 
the German central bank against the Argentine central 
bank and claims of exporters with periods “of payment 
exceeding 12 months. German exporters’ claims, reduced 
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by curtailing some outstanding orders, total about $130 
million, whereas the central bank’s claim amounts to $30 
million. The German position had been that German 
claims could be met out of the annual Argentine amorti- 
zation quota only by extensive domestic refinancing and 
that a compromise should be sought. The formula agreed 
upon now provides that the German Federal Government 
is to grant a credit of DM 55 million to Argentina upon 
the termination of the current bilateral payments system, 
and that the German Bundesbank is to grant to German 
exporters advance payments of up to DM 150 million. 


The agreements concerning debt consolidation and 
Germany’s entry into the Paris Club are to be signed 
when an Argentine law on seized German trademarks 
and property comes into force. The Federal Republic is 
expected to join the Paris Club officially in October of 
this year. 

Sources: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, August 5, 1957; Neue Ziircher 
Zeitung, Ziirich, Switzerland, August 11, 1957. 


Yugoslavia’s Foreign Trade 


Following a considerable increase during the first 
quarter of 1957, Yugoslavia’s exports decreased slightly 
in each month of the second quarter. At 8.67 billion 
dinars in June, they were 7 per cent higher than in 
June 1956 (1956 monthly average: 8.04 billion). Im- 
ports continued to rise, reaching 19.76 billion dinars in 
June, an increase of 16 per cent over June 1956 (1956 
average: 11.8 billion). The trade deficit increased from 
9.8 billion dinars in May to 11.1 billion dinars in June 
(1956 average: 3.8 billion). 


During the first half of 1957, exports amounted to 52.0 
billion dinars, an increase of 8.5 billion dinars over the 
comparable period in 1956. Since exports during the 
second half of the year are usually higher than during 
the first half, the planned export value of 100 billion 
dinars may be surpassed. In the first half of 1957, im- 
ports were 100.4 billion dinars, compared with 73.4 bil- 
lion during the first half of 1956. The trade deficit thus 
increased from about 30 billion dinars to about 48 billion. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 


July 24, 1957. 


Greek Balance of Payments 


The Greek balance of payments for the first six months 
of 1957 showed a trade deficit of $121 million, 9 per cent 
more than in the same period of 1956. The increase was 
due to a rise in imports (including farm surpluses from 
the United States) from $203 million in the first half of 
1956 to $230 million in the first half of 1957, while 
exports rose only from $93 million to $109 million. 
However, because of a large increase in nonmerchandise 
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receipts, the total deficit on current account, at $32 mil- 
lion, was $15 million less than in 1956. A small net 
capital inflow and U.S. aid almost offset the 1957 deficit, 
and reserves fell by $2 million. 


Source: Oikonomikos Tahidromos, Athens, Greece, Au- 
gust 8, 1957. 


Exploitation of Greek Lignite Deposits 


The exploitation of lignite deposits in northern Greece 
has recently begun. The enterprise has been undertaken 
by a Greek industrialist, who has obtained a 40-year 
concession for 70 square miles of the lignite-bearing area. 
At the end of this period, the undertaking will revert to 
the State. Greece has no domestic resources of oil or hard 
coal, and the lignite, mined and processed at Ptolemais, 
will be a valuable source of power. 

The project is expected to cost $21 million, exclusive 
of a thermal power station to be erected by the Public 
Power Corporation. The Government will contribute 
$13.8 million, the owner $3 million, and a German firm, 
which has been called in to give technical and financial 
assistance, will provide $4 million. 

Half the lignite mined (estimated at 2 million tons 
annually) will be used by the Public Power Corporation’s 
power station. Another 400,000 tons will be processed 
into briquettes, of which three fourths will be used in 
the locomotives of the Greek State Railways and the 
remainder will be divided between other industrial and 
domestic consumers. 


Sources: Nachrichten fiir Aussenhandel, Frankfurt am 
Main, Germany, July 24, 1957; The Financial 
Times, London, England, August 8, 1957. 


Middle East 
Israel's Citrus Exports 


A total of 8 million cases of citrus fruits was exported 
by Israel in the 1956-57 season; more than 3 million 
cases were taken by the United Kingdom. Prices were 
good, as some of the European crops had been damaged 
by frost. Total foreign exchange earnings from exports 
of citrus and by-products were about $50 million, ac- 
counting for 40 per cent of total export proceeds. 

Exports of citrus fruits are expected to increase in 
the future. Although the total fruit-bearing area is now 
smaller than in 1938, with exports at about half the 
prewar level, an active planting program has been in 
progress for some years. When these trees start to bear 
fruit, the export potential, of about 20 million cases, will 
be higher than before the war. 

Source: Middle East Economist and Financial Service, 
Forest Hills, N.Y., August 1957. 
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Syria's Ordinary Budget for 1957 


Syria’s ordinary budget for the fiscal year 1957 (which 
coincides with the calendar year) balances revenue and 
expenditure at LS 364.8 million without recourse to 
borrowing or the use of cash balances. The 1956 budget 
estimates, together with the appropriations opened dur- 
ing the year, amounted to LS 383.7 million for expendi- 
ture and LS 348.6 million for revenue, the difference 
being a drawing down of cash balances. The decrease 
in expenditure in the new budget is due mainly to cuts 
in defense expenditure. The increase in revenue results 
from the increase in taxes, mainly customs duties. 

The main sources of revenue in the new budget are 
indirect taxes, amounting to LS 169.3 million (46.4 per 
cent of total revenue), direct taxes of LS 62.3 million 
(17.1 per cent), and revenue from public services and 
concessionary companies, totaling LS 98.0 million (26.9 
per cent); LS 83.5 million of the last figure represents 
the government revenue from the oil concessionary com- 
panies for oil transit. The oil transit revenue is esti- 
mated on the basis of normal operations. However, the 
Iraq Petroleum Company pipeline through Syria was 
inoperative in the first quarter of 1957 and is presently 
running at about 50 per cent of capacity. 

The distribution of expenditure in the 1957 budget is 
as follows: external and internal security, LS 167.6 
million (LS 207.3 million in 1956) ; social service, health, 
and education, LS 89.9 million {LS 84.5 million); all 
other expenditures, LS 107.3 million (LS 92.0 million). 
Sources: Recueil des Lois Syriennes et de la Législation 

Financiére, June 1957, and Bureau des Docu- 
mentations Syriennes et Arabes, Etude Mensuelle 
sur la Vie Financiére et Monétaire en Syrie et 
dans les Pays Arabes, July 15, 1957, Damascus, 
Syria. 


Far East 
India’s Reserves 


The sterling balances of the Reserve Bank of India 
continued to decline in July; by August 9, they had fallen 
to Rs 3.93 billion (US$825 million), from Rs 4.50 billion 
($945 million) on July 5, a decrease of Rs 570 million 
in five weeks. During the week ended August 2, the 
Government of Burma utilized, for transfer to the United 
Kingdom, Rs 100 million of the Rs 200 million loan 
granted by India in March (see this News Survey, Vol. IX, 
p. 288). 

Sterling securities held in the Issue Department of the 
Reserve Bank amounted to Rs 3.76 billion on August 9. 
The Reserve Bank is required by law to maintain a mini- 
mum reserve of Rs 4 billion in foreign securities and 
Rs 1.15 billion in gold in the Issue Department against 
its total note liabilities, but the minimum amount of 
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foreign securities may be lowered temporarily, without 
legislative amendment, to Rs 3 billion, with government 
approval. The Minister of Finance has stated that such 
approval has been given, and that the Government has no 
intention of abolishing or reducing the currency cover 
requirement of Rs 3 billion. 


Sources: Statement of the Affairs of the Reserve Bank of 
India as on August 9, 1957, Bombay, India, 
August 14, 1957; The Financial Times, London, 
England, August 14, 1957. 


Banking in India in 1956 


Economic activity in India during 1956 was character- 
ized by the emergence of inflationary pressures, in con- 
trast to the comparative monetary stability that had 
prevailed in 1955. This observation is made by the Re- 
serve Bank of India in its report, Trend and Progress of 
Banking in India During the Year 1956. The change was 
due primarily to an increase in the magnitude and tempo 
of the development program. For the banking system, 
the year was one of considerable stresses and strains as 
the mounting demand on it for credit by trade and indus- 
try was not accompanied by a commensurate expansion 
in its resources. This led to the emergence of an acute 
financial stringency, analogous to the experience in 1951. 
During the first half of 1957, however, banking resources 
have expanded significantly. 

Advances of all scheduled banks, excluding money at 
call and short notice and due from banks in India, rose 
in 1956 by Rs 1.51 billion, or 25.5 per cent, to Rs 7.45 
billion at the end of December—the largest rise in any 
year since 1951. The increase, however, was not matched 
by a corresponding increase in deposits; in fact, the rate 
of deposit expansion slowed down during the year. The 
sustained demand for bank credit, with an inadequate 
growth in deposits, led the banking system to have larger 
recourse to the Reserve Bank. 

In contrast to a record rise in bank credit, the total 
of bank investments declined in 1956 by Rs 180 million; 
consequently, the ratio of investments to net deposits fell 
from 42.3 per cent to 37.5 per cent. The total number 
of offices of banks rose by 107, to 4,192, compared with 
a rise of 53 in 1955 and of 11 in 1954. The 1956 
increase was the largest of any year in the postwar 
period and reflected the increasing pace of branch ex- 
pansion. 

On the organizational side, the report draws attention 
to the amendments to the Reserve Bank of India Act and 
the Banking Companies Act (see this News Survey, 
Vol. IX, p. 216), as well as to the growing role of the 
Reserve Bank in a developing economy. It refers to the 
improvement in the standards of operation and in the 
financial soundness of the banking system, which has 
resulted from the Reserve Bank’s policy of periodic in- 
spection of banks. 
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The, report observes that, in view of the rapidly rising 
investment in the private sector, particularly in industry, 
banks may be required to meet part of the medium-term 
eredit needs of industry. In this connection, reference is 
made to the proposal to set up a refinance corporation, 
whose main purpose would .be to augment the resources 
available to the banking system for the use of medium- 
sized industrial units in the private sector (see this News 
Survey, Vol. IX, p. 345). 

Source: The Times of India, Bombay, India, August 7, 
1957. 


Thailand's Rice Production and Export Prices 


Thailand’s rice production; in the crop year 1957-58 
is expected to be between 7.5, million and 8 million metric 
tons of rough rice, according to a preliminary official 
forecast. Although the estimate is below last year’s rec- 
ord crop of 8.3 million metric tons, it is well above the 
annual average of 6.9 million metric tons in the period 
from 1950-51 to 1954-55. Moisture conditions through- 
out the producing areas are satisfactory, even though late 
rain delayed planting of the crop. 

Prices of rice for commercial export rose sharply in late 
June and the first. half of July, the increases being at- 
tributed to a strong demand from foreign countries, 
especially British territories, Pakistan, and Indonesia. In 
the first half of 1957, rice exports amounted to 870,000 
metric tons, which was about 40 per cent more than 
exports in the same period in 1956. 

On July 9, the Ministry of Economic Affairs announced 
increases in the export premiums of most qualities of 
rice. Premiums on white rice of a better grade than 25 
per cent broken were raised by 11 per cent; and pre- 
miums on 25 per cent broken and less were raised by 
5 per cent. Premiums were not changed for glutinous 
rice, rice flour, or noodles made of rice flour. 

Sources: Department of Agriculture, Foreign Crops and 
Markets, Washington, D,C., August 5 and 12, 
1957, 


Public Housing Loans in Taiwan 


To encourage the construction of low-cost living quar- 
ters and to ease the housing shortage.in .Taiwan,, the 
Legislative Yuan has adopted regulations governing pub- 
lic housing loans. Laborers, farmers, fishermen, govern- 
ment employees, teachers, and citizens with low incomes 
and who are in need of housing may apply for such 
loans, which carry. interest rates of not more than 6 per 
cent per annum and may be repaid in ten annual install- 
ments. The houses built. with: such loans.may not be 
mortgaged or sold before the loans have been fully repaid. 

The National Housing Commission, which was estab- 
lished a year ago, has announced that up‘to-last May a 
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total of 3,362 honses had been built with loans amounting 
to NT$36 million granted by the Commission. More 
than 50 per cent of the new owners were workers and 
farmers. The Commission announced that for the’ fiscal 
year 1957-58 an additional NT$33 million would be made 


available as housing loans. 


Source: Chinese News Service, Press Release, New York, 


N.Y., July 30, 1957. 


Industrial Production in Japan 


The Ministry of International Trade and Industry has 
reported that industrial output in Japan during the first 
half of 1957 was about 23 per cent more than in the same 
period of 1956, However, the rate of growth slowed down 
in June 1957 as a result of the tight money policy adopted 
in early May. The production of machinery in the first 
half of 1957 was 58 per cent higher than a year earlier 
and that of ships, 51 per cent; other sharp production 
gains were in railway rolling stock (37 per cent), petro- 
leum products (29 per cent), iron and steel products 
(22 per cent), and textiles (21 per cent). According to 
the Ministry, this rapid growth of production affected 
the domestic price situation and the balance of payments 
position. Wholesale prices, which had risen during 1956, 
remained steady at a high level in the first half of 1957; 
the index for June was 4.2 per cent higher than a year 
earlier. Imports of industrial raw materials increased, 
and larger quantities of manufactured goods were pur- 
chased abroad in order to lower domestic prices. As a 
result, total imports in the first half of 1957 were 56 per 
cent more than in the first half of 1956. Despite the high 
level of exports, the foreign payments position deterio- 
rated markedly. 

Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, August 17, 1957. 


Philippine Regulations of Shares Held by Nonresidents 


The Philippine Central Bank issued on August 20 a 
number of regulations governing shares in Philippine 
corporations held by nonresidents. Under these regula- 
tions, proceeds from the sale or other disposition of such 
shares are not transferable abroad; the proceeds may be 
inyested in the Philippines in accordance with existing 
central bank regulations. Stock certificates issued to non- 
residents may be exported under central bank. license. 
The value of stock dividends declared after August 20, 
1957 shall not be included in the computation of aggre- 
gate remittable portions of nonresidents’ shares in cur- 
rent profits. Nonresident owners, however, may. partici- 
pate in the distribution of aggregate remittable cash 
dividends. 
Source: Philippine Association, Philippine Newsletter, 

New: York, N.Y., August: 23; 1957, 
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Tightening of Philippine Barter Trade Regulations 


The, Philippine Cabinet has ruled that exporters of the 
country’s major export commodities, such as copra and 
abaca, should not be granted barter permits: until they 
have surrendered to the Central Bank the full amount of 
the exchange proceeds of their regular exports. Under 
the No-Dollar Import Law, producers of these commodi- 
ties who have exported certain specified amounts on a 
cash basis are allowed to export an additional 15 per 
cent under barter arrangements. The recent ‘cabinet 
ruling was based on the contention that exporters were 
being unduly slow in surrendering their exchange pro- 
ceeds to the Central Bank. 

Source: Philippine Association, Philippine Newsletter, 
New York, N.Y., August 23, 1957. 


United States and Canada 


Discount Rate Increase in the United States 


The Federal Reserve Banks in New York and Cleve- 
land raised their discount rates on August 22, from 3 
per cent to 344 per cent. These banks were the last of 
the 12 Federal Reserve Banks to raise their rates to the 
3% per cent level (see this News Survey, Vol. X, p. 54). 
There are indications that the New York Bank, the largest 
in the system, has not changed its position, and that its 
reluctance to raise the discount rate is attributable to its 
concern over the possibility of a business downturn in- 
stead of continued inflation. Nevertheless, the New York 
Bank was led to increase its discount rate because it was 
confronted by a drain of funds to Federal Reserve Dis- 
tricts where the rate has been 3% per cent during the 
last two weeks. 

Sources: The Journal of Commerce and The Wall Street 
Journal, New York, N.Y., August 23, 1957. 


U.S. Foreign Trade” e5 MSE ISS Seoib Ga 


U.S. exports (excluding military aid) totaled $10.2 
billion in the first half of 1957, 22 per cent higher than 
during the corresponding 1956 period. Imports, at $6.4 
billion, were only 2 per cent higher than a year earlier. 
The largest increases in exports were in agricultural 
products, coal, petroleum, iron and steel-mill products, 
chemicals, and industrial machinery. Greatly increased 
shipments of grains and cotton were responsible for the 
30 per cent increase, to $2.4 billion, in exports of farm 
products. Petroleum exports were exceptionally large 
during the entire half year, d_spite a tapering off in those 
to Europe in the second quarter. 

The largest gain in imports was among finished con- 
sumer and producer goods, which were 20 per cent more 
than a year earlier. The increase was particularly large 
for automobiles, although imports of machinery and 





finished steel products also rose sharply. Other imports 
that increased ‘substantially were petroleum, ferroalloys, 
and zinc. On the other hand, import values of crude 
rubber, sawmill products, raw wool, and tin’ declined 
sharply. In total, raw material ‘imports were about 5 
per cent lower than a year earlier. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington,’ D.C., August 19, 1957: 


Canadian Supplies and Exports of Wheat 


While total supplies of wheat in the four major ex- 
porting countries declined by, about 3 pér cent, te,hg@7 
billion bushels, during the past year—as a result of a 
sharp cut in stocks in the United States and Australia— 
Canadian supplies rose substantially; as of July 1, 1957, 
they amounted to 678 million bushels, 19 per cent mote 
than on the same date last year. Argentina's supplies 
increased by almost 30 per cent, to 103 million bushels. 
U.S. wheat stocks were 905 ‘million bushels, 12 per ‘cent 
less than a year earlier, and Australian supplies decreased 
by 45 per cent, to 81 million bushels. 


Exports of wheat and wheat flour from the four coun- 
tries during the 1I-month period to July 1, 1957 totaled 
933 million bushels, 17 per cent greater than shipments 
in the comparable period of the preceding year; U-S. 
shipments increased from 318 million bushels to 487 
million, and Canadian shipments fell from 281 million 
bushels to 240 million. According to preliminary esti- 
mates, Canadian farmers have reduted their wheat acre- 
age by 8 per cent in the crop year 1957. 


Sources: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, August 12 and 15, 1957. 


Government Loans for Housing in Canada 


In order to promote new residential construction, which 
has been declining since the third quarter of 1956, the 
Government of Canada has made available $150 million 
for loans on low-cost houses. The loans are to be made 
through the offices of lenders already approved as agents 
for the Central Mortgage and Housing Corporation at 
the prevailing rate for insured mortgages. This rate was 
raised from 5% per cent to 6 per cent in January 1957 
in order to attract loanable funds to the housing ‘sector 
(see this News Survey, Vol. IX, p. 243). Also in an 
effort to increase the supply of mortgage funds for dwell- 
ings, an agreement was reached between the Bank of 
Canada and the chartered banks in March of this year 
which provided that the latter would undertake mortgage 
commitments of $150 million in 1957. Nevertheless, new 
housing starts in the first six months of 1957 remained 
23 per cent below the 1956 rate. 


Source: The Globe and Mail, Toronto, Canada, Au- 
gust 22, 1957. 


Latin America 
Gross National Product in Guatemala 


The gross national product of Guatemala has risen at 
an average rate of $5] million a year since July 1954, 
and in 1956 it reached the record high figure of $688 
million. All indications point to a further increase in 
the current year. The highway plan which aims at 2,000 
kilometers of paved roads by 1960 is making accessible 
new producing areas. The coastal region served by the 
nearly completed Pacific Slope Highway is being devel- 
oped rapidly, and the Atlantic Highway connecting 
Guatemala City with the ports of Barrios and Santo 
Tomas is opening the Motagua River valley. The con- 
struction of the Inter-American Highway is spurring 
the building of hotels, service stations, and other minor 
industries and services. Agriculture, the mainstay of the 
Guatemalan economy, is being fostered by an improve- 
ment of present crops and methods, the introduction of 
new crops, and the encouragement of better management. 
Source: The Journal of Commerce, New York, N.Y., 

August 23, 1957. 


Export-Import Bank Loan to Brazil 


The Export-Import Bank of Washington has announced 
a credit of US$2.32 million to a private borrower in 
Brazil for the purchase in the United States of foundry 
and forging machinery. The borrower, Agos Villares, 
S.A., of Sao Paulo, is Brazil’s leading producer of alloy 
and tool steels and Brazil’s second largest producer of 
steel castings and forgings. The credit will assist the 
company in completing a US$9 million expansion pro- 
gram. 

Dollar exchange savings to Brazil resulting from the 
Acos Villares expansion are expected to exceed each 
year the total dollar financing involved in the company’s 
loan from the Export-Import Bank. The loan will be 
guaranteed unconditionally by the Brazilian Develop- 
ment Bank, a government financial institution. The loan 
will be repayable semiannually over six years. 

Acos Villares commenced its industrial expansion in 
1956 and expects to complete the program by 1960. 
When completed, the expansion will increase the com- 
pany’s annual production of all its products from 9,000 
tons in 1956 to about 20,000 tons. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., August 23, 1957. 


New Financial Measures in Chile 
The Minister of Finance of Chile submitted to the Con- 


gress on August 7 a new revenue proposal to finance the 
national budget for 1958, to meet current obligations of 
the Government, and to compensate for lower tax. rev- 
enues resulting from the reduction in the price of copper. 
The principal adjustments are with respect to taxes on 
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alcoholic beverages, income, and real estate. In addition, 
the Minister proposes a forced loan. 

The additional revenue that would thus be obtained is 
estimated at Chil$18 billion for 1958. Since the budget 
deficit for 1957 is estimated at approximately Chil$30 
billion, and since the Government will probably grant the 
traditional annual wage increase in January 1958 (which 
may cost as much as Chil$40 billion), it appears that 
an additional revenue measure will be required if Chile 
is to achieve a balanced budget in 1958. 


Source: El Mercurio, Santiago, Chile, August 8, 1957. 


Improvement of Agriculture in Uruguay 


Measures are being taken in Uruguay to improve the 
livestock situation, which has deteriorated sharply. The 
number of head of cattle is considerably smaller than in 
prewar years, while domestic consumption of beef has 
risen substantially; as a result, exports of beef in 1956 
were less than half the 1938 exports. 

On July 2, a law for the technical improvement of 
agriculture was promulgated. Under this law, a commit- 
tee of seven members has been set up within the Ministry 
of Agriculture to advise farmers, to provide them with 
technical assistance, to arrange loans when necessary, and 
to encourage cooperatives for the provision of fertilizers, 
equipment, etc. The committee will have an annual allot- 
ment of Ur$500,000 for the first two years and Ur$250,000 
in the three following years for operational purposes, the 
purchase of equipment, and the contracting of technical 
and administrative personnel. The Bank of the Republic 
is authorized to grant loans for approved projects, up 
to a total of Ur$30,000 per producer over a maximum 
period of ten years. The financing provided by the law 
to carry out the objectives includes Ur$4 million from 
the Bank of the Republic and a public debt issue of Ur$10 
million. The law also indicates as a possible source of 
funds loans that will be negotiated with the International 
Bank for Reconstruction and Development. 


Source: Law for Basic Improvement of Agriculture, 
Montevideo, Uruguay, July 2, 1957. 
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